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Marketing Restriction in Section 271(e)(1) of the Communications Act of 1934,
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Before the
FEDERAL COMMUNICATIONS COMMISSION

Washington, D.C. 20554

In the Matter of

MCI TELECOMMUNICATIONS CORPORATION

Petition For Declaratory Ruling
Regarding the Joint" Marketing
Restriction in Section 271 (e)(1) of the
Communications Act of 1934, as amended
by the Telecommunications Act of 1996
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)
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)

)

)

------------------)

Docket No. 96-149

OPPOSITION OF SSC COMMUNICATIONS INC. TO PETITION
FOR DECLARATORY RULING OF MCI TELECOMMUNICATIONS CORPORATION

SBC Communications Inc. ("SBC") by its attorneys hereby submits this

opposition on behalf of its affiliates and subsidiaries, including Pacific Bell and the

other Pacific Telesis Group companies, to MCI Telecommunications Corporation's

("MCI's") Petition for Declaratory Ruling ("Petition") regarding the joint marketing

restriction imposed on large interexchange carriers ("IXCs") by §271 (e)( 1) of the

Communications Act of 1934, as amended by the Telecommunications Act of

1996 ("the Act"). The Commission should decline to provide the interpretation

requested in the Petition, and instead should rule that the materials used by MCI

violate §271(e)(1) and the First Report and Order in this Docket. l

1 Implementation of the Non-Accounting Safeguards of Sections 271 and 272 of the
Communications Act of 1934, as amended, CC Dkt. 96-149, first Report and Order and
further Notice of proposed Bulemak;ng, 5 Comm. Reg. (P&f), 696 (1996) ("Order").
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As a preliminary matter, it should be noted that there is currently

pending a petition for reconsideration ("PFR") of the Order on the subject of the

Commission's interpretation of §271 (e)(1 ).2 The Commission's decision on that

PFR may modify its interpretation of joint marketing under §271 (e)(1), and it would

be appropriate for the Commission to rule on the pending PFR before ruling on the

Petition. However, since MCI's practices are not consistent with the Order as it

currently reads, the Commission need not wait until after ruling on the PFR to

decline to rule as MCI requests.

I. MCI'S REPRESENTATION OF THE COMMISSION'S DETERMINATION IN THE
ORDER IS INCOMPLETE AND MISLEADING.

In the Petition, MCI lists specific restrictions that the Commission

imposed on large IXCs' marketing activities.3 MCI argues that the items listed are

the "2D.l:t express constraints" (emphasis in original) in the Order on IXC joint

marketing, and that "this category of restricted marketing undertakings should not

be enlarged".4 While MCI undoubtedly would like to see the Commission rule that

only the specific activities listed are prohibited by §271 (e)(1),5 so that MCI would

be free to engage in any other activities it chooses, that is not what §271 (e)(1) and

the Order say.

Section 271(e)(1) says that large IXCs may not "jointly market" resold

local and long distance services. Congress did not limit the definition of "jointly

2 US West Petition for Reconsideration at 5-7.
3 Petition at 2-3.
4 1d. at 3.
S As will be shown below, even if the listed activities were all that is prohibited, Mel has violated

those prohibitions..
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market" to the activities listed by MCI. Nor did the Commission. Recognizing that

the specific restrictions it adopted "may not address all of the possible marketing

strategies that a covered interexchange carrier might initiate",6 the Commission

stated that it will "examine the specific facts closely to ensure that covered

interexchange carriers are not contravening the letter and spirit of the congressional

prohibition on joint marketing by conveying the appearance of ' one-stop

shopping.,"7

Marketing encompasses a variety of activities, before, during, and

after an initial sale to a customer. Congress did not restrict its limitation on joint

marketing by large IXCs to activities prior to or during the initial sale, and the

Commission should not do so either. "Customer care" or "customer service"

cannot be used as a catch-all for all interaction with a customer after an initial sale,

thereby eviscerating the joint marketing restriction. In the Order, the Commission

defined "customer care" as a "a single bill for both BOC resold local service and

interLATA services, and a single point-of-contact for maintenance and repairs. "8

That definition is much more limited than the broad definitions suggested by the

marketing materials used by the large IXCs. As SBC pointed out in its Reply to

Comments/Oppositions to Petitions for Reconsideration of the Order, marketing,

and sales can occur on every customer contact. 9 The large IXCs cannot be

6 Order, '282.
7/d.

s Order, '281.
9 SSC Reply to Comments/Oppositions to Petitions for Reconsideration at 2-5.
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permitted to evade this congressionally-imposed restriction by calling all of their

customer contacts "customer care" or "customer service."

The activities listed in the Order were not intended to be an exhaustive

list of all precluded activities. lO Nor were they intended to be narrowly

interpreted. ll MCI attempts to limit the Commission's ability to enforce the Act by

narrowly defining the proscribed activities and characterizing the listed activities as

the only proscribed activities. MCI's attempt should be rejected.

II. MCI'S REPRESENTATION OF THE APPLICABLE POLICIES IS TOO NARROW

In support of its attempt to unreasonably narrow the restrictions

imposed on IXC joint marketing, MCI cites to the policy favoring the opening of

local markets to competition. It suggests that restrictions on marketing would have

a "chilling effect" on IXCs, and that "[dJeterrence of entry into local markets by any

carrier would harm consumers".12 MCI fails to acknowledge that the policy favoring

entry into local markets is not the only congressional policy underlying the Act, and

that it does not override all other policies.

MCI completely ignores the policy specifically underlying the inclusion

of §271 (e){1) in the 1996 Act. Congress recognized that "one-stop-shopping" can

10 Order, '282.
11 Another example of activities that must not be too narrowly construed are customer calls. The

Order states that resold local and long distance service may not be marketed through a single
transaction, which is defined Uto include, at a minimum, the use of the same sales agent to
market both products to the same customer during a single communication." (emphasis
added) (Order, '278.) This is the minimum definition of a single transaction, and should not be
the only definition. A single transaction should also include handling all of the customer's
telecommunications needs on a single call, whether the customer speaks with one or more
than one customer service representative. Calls that deal with billing, maintenance, or repair
matters alone would not be considered marketing calls, however.

12 Petition at 3-4.
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be a "significant competitive marketing tool" and enacted §271(e)(1) "to provide

for parity among competing industry sectors,,13 by limiting IXCs' marketing

activities until the BOCs receive authorization to offer long distance service. The

Commission acknowledged this congressional intent when it concluded that

"Congress adopted the joint marketing restriction in section 271 (e) in order to limit

the ability of covered interexchange carriers to provide 'one-stop-shopping' of

certain services until the BOC is authorized to provide interLATA service in the

same territory. ,,14 MCl's proposed "clarification" of the Commission's interpretation

of §271(e)(1) is contrary to that purpose.

MCI says that deterrence of entry into local markets by the large IXCs

through enforcement of the restrictions of §271 (e)(1) would "harm consumers".15

However, consumers can be harmed in a variety of ways, including by giving the

large IXCs an unrestricted opportunity to jointly market resold local and long

distance service prior to BOCs' entry into the long distance market, thus reducing

the effectiveness of competition in the long distance market. Congress recognized

this when it enacted §271 (e)(1) to ensure parity.

III. MUCH OF MCI'S MARKETING MATERIAL VIOLATES §271 (e)(1)

With respect to the specific MCI marketing materials in question,

including those attached by Pacific Bell to its complaint at the California Public

Utilities Commission, those attached by MCI to its Petition, and that attached by

13 S. Rep. No.104-23, at 23 (1995).
14 Order, '277.
15 P t' , 4e Itlon at pp. .
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Ameritech to its formal complaint, all except those included in Exhibit 0 to MCI's

Petition violate § 271 (e)( 1) as interpreted by the Commission in the Order .16 Each

of the items in Exhibits A - C of MCI's Petition tells customers that they can receive

customer care for both their long distance and resold local service from MCI

through "one call for all your customer services needs". This is a violation of the

prohibition on marketing itself as a single point of contact for resold local and long

distance services. This violation is most obvious in the materials in Exhibit C to

MCI's Petition used. by MCI after the release of the OrdeL I7 Each of these letters

states:

One Company. One Bill. One Call.
And when you choose MCI for both local and long distance service, you get
even more great benefits:

• One call for all your customer service needs
• One easy-to-read phone bill to pay each month
• One company to consult for all your communications

This language tells customers or potential customers that they need to place only

one call for all their telecommunications needs. This is contrary to the prohibition in

the Order against "stating or implying" that the large IXC can provide "'one-stop

shopping. ",18

MCI is not saved by the fact that some of the materials were sent to

existing MCllong distance customers. Section 271 (e)(1) prohibits joint marketing

16 MCI suggests that there is no need to consider marketing materials used prior to release of the
Order. (Petition at pp. 6-7.J However, MCI has not committed that it will not use such
materials again, so the Commission should consider those materials as well as those used since
December 24, 1996.

17 Petition at p. 8 fn. 20.
18 Order, '280.
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and does not except existing IXC customers -- it prohibits joint marketing to any

customer or potential customer until the BOCs receive authorization to provide long

distance service. The Commission did not say in the Order that IXCs are prohibited

from marketing themselves as a single point of contact for resold local and long

distance service, except to their existing customers -- it said they are prohibited

from marketing themselves as a single point of contact. 19

MCI has also violated § 271 (e)( 1) and the Order with certain

newspaper ads, such as that attached to Ameritech's formal complaint, and with

information it provides over the Internet.2o Although MCI states in its Petition that

the ad attached to Ameritech's formal complaint relates to its facilities-based local

service, there does not appear to be any statement on that ad indicating that its

offer of "volume discounts based on total spending" relates to only some of its

local service offerings. Certainly no such disclaimer appeared on the San Francisco

ad. MCI's Internet materials violate the prohibition against misleading the public by

"stating or implying" that the large IXC "can provide 'one-stop shopping' of both

services. Attachment 2 states that MCI customers will receive "one number to call

to answer all [their] local and long distance questions." Attachments 3 and 4 are

even more blatant -- they state explicitly that MCI will provide one-stop shopping

19 While the Commission said that the IXCs may provide customer service for both types of service
on a single call afmr a customer subscribes to both types of service, the IXCs are lli21
permitted to jointly market resold local and long distance services to customers of a single
service. Nor are they permitted to jointly market resold local and long distance services, as
opposed to providing customer care, to customers for both types of service. (Order, '178.)
This distinction is the subject of US West's PFR of the Non-Accounting Safeguards Order.

20 The ad attached to Ameritech's complaint is similar to an ad placed by MCI in San Francisco
newspapers during April, 1997. See Attachment 1 for a copy of that San Francisco ad. See
Attachments 2-4 for copies of the Internet material.
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for customers' local and long distance telecommunications needs. None of these

materials include any disclaimer regarding the limitations on one-stop shopping

imposed by §271 (e)(1) and the Order. The Commission should rule that MCl's

marketing materials, violate both §271 (e)(1) and the Order.

IV. AT&T'S MARKETING MATERIALS ALSO VIOLATE §271 (e)(1)

MCI is not the only large IXC that has used marketing materials that

violate the spirit, as well as the letter, of §271 (e)(1). Attachment 5 is an AT&T ad

that states, "[n]ow the company that guarantees your calls across the country

guarantees them across the street," and provides a single customer service number

(1-800-ATT-4ALL). This suggests to customers that that number provides one

stop shopping for all of their telecommunications needs. Attachment 6 is a radio

interview with an AT&T spokeswoman, who said "[w]hether they want local, long

distance, ... of which AT&T offers all, they can deal with one company for any

combination of those services or all of them that they want." Again, this

characterizes AT&T as the one-stop shop for all telecommunications needs.

Nothing in either item explains the limitations of §271 (e)(1) and the Order.

Attachments 7 and 8 state that AT&T provides "a single number for customer

service" and "one number to call to handle all of your order, billing, and

maintenance needs." Again these clearly imply that a customer can one-stop shop

with AT&T for local and long distance service and there is no disclaimer to the

contrary. In addition, Attachment 8 tells customers to "Bundle your AT&T Long

Distance Service an'd Local Service For Greater Savings," and that the "Iocal and
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long distance usage [will be] aggregated for volume discounts." Nothing describes

any limitations on this bundling.

v. CONCLUSION

MCI's Petition, and the marketing materials attached to it, do not

present a basis for the Commission to issue the declaratory ruling requested by

MCI. The materials of MCI and AT&T instead show a disregard for both the letter

and spirit of §271 (e)(1) and the Order. The Commission should decline to rule as

requested by MCI, and should instead issue a ruling stating that MCI's and AT&T's

marketing materials violate §271 (e)(1).

Respectfully submitted,

?~g~
JAMES D. ELLIS
ROBERT M. LYNCH
175 E. Houston, Room 1250
San Antonio, Texas 78205
(210) 351-3737

MARLIN D. ARD
PATRICIA L. C. MAHONEY
140 New Montgomery Street, Rm. 1525
San Francisco, California 94105
(415) 545-7183

ATTORNEYS FOR SBC COMMUNICATIONS
INC.

DURWARD D. DUPRE
MARY MARKS
One Bell Center, Room 3520
St. Louis, Missouri 63101
(314) 331-1610

June 9, 1997
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Sure, San Francisco's local phone monopoly offers a lIontbly bill. But only MCl- can
offer larger businesses a bill with all of their company's communications services
on it. With volume discpunts based on total spending. One contract and one contact,
always at your servi.ce. Even the ability to know exactly what each one of your
offices is spending. Now which bill would you rather receive every .onth? For more
inforllation, call 415-228-2500 or visit http://www.lIIc;.coII/localservice.

I,...po---"'--

New York
Bob DevUn has fie

taxpayer caI1s In his U
Internal .Revenue Ser
In Dallas. But thestory
husband who called 1
could amend his tax rE
tblrd time in the II8IJl(

one of his favorites.
The man bad fUllI

tum with his wife.
pie split. So he 1IIelIlc
amend his return to ~

Ing separately" to ge
fund, rather than BIu
his stay-at-home
when they reeoDcJI
amended joint
called.
. FInally, tile
called Devlln.lle'd
his wife yet spin oJi

Mostqfthe
taxpayersw
r.eport revise
incomearee

Is this a great time, or what? :-)
-*Mel

I-



Me! Local for Business
ATTACH~1ENT 2

http://www.mci.com ._.;alservice/framelements/textadvantage.sbunl .

Advantages of MCI!'s Integrated Service

Mel Local Senrice Options IAdvantages of MCl's Integrated Service IWhat to Look For in a Local
Provider INetwork Reliability IFind Out More

Now From Around the World to Just Around the Comer

Planning for tomorrows business strategies requires a
communications company, not just a phone service. The introduction
ofMCI Local Service helps you build the foundation for your
corporation's future needs with services unlike those offered by other
local service alternatives.

You'll receive:

:: 24 Hour Customer Support - An MCI Account Manager dedicated to finding solutions to your
business needs, plus one number to call to answer all your local and long distance questions.

c One Integrated Invoice - A combined invoice for all your local and long distance services.
=One Company - All your local and long distance voice, data, and video services from one source.
=The Highest Quality - With industry leading SONET architecture in most areas, we offer service

over one of the most sophisticated and reliable networks ever built..=Customized Local Service - Timesaving options and cost-control features that offer you
sophisticated services.

- Find Out MQre
.._.... _.__...x. .=== ---- "_....

Copyright 1997. MCI Telecommunications CorporatioQ. All Rigbts Reserved. The names, logos, taglines and icons
identifying MCl's products and services are proprietary marks of MCI Communications Corporation.



Me; Local for Business

ATTACHMENT 3
http://www.mcLee.. _localserviceiframelementsitextprovider.shtml

What to Look For in a Local Provider

Mel Local Service Options IAdyantaies or MCl's Inteirated Service IWhat to Look For in a Local
Provider INetwork Reliability IFind Out More

Now that you have a choice in your local telecommunications service, you need
to know what to look for in a local provider. You also need to know that just one
company is setting the standard in providing both local and long distance service
- that company is MCI.

c Will your local provider offer one-stop-shopping for all ofyour
telecommunications needs - including local service, long distance, Internet,
paging and cellular - all from one company? MCI will.=Will you be able to combine your local service and long distance usage to
take advantage of volume discounts to reduce your overall costs? You will
with MCI.·

o Will you receive an integrated invoice for local service and long distance
service that is easy to understand and track and requires just one easy
payment each month? With MCI you will.

=Will you have a dedicated account representative to serve all of your
communications needs and offer better solutions for your business? With
MCI the answer is Yes!

c::: Will you have a local service team of experts dedicated to giving complete attention to your local
network needs? With MCI you will.

e: Will your local service provider offer SONET fiber optic network architecture, providing the
capacity, flexibility, and reliability needed for today's communications? With MCI, the answer is
Yes!··

e: Will your network be self-healing and proactively monitored for both local and long distance to
guard your business against network outages· 24 hours a day, 365 days a year? With MCI it will.

With MCI Local Service, the answer is Yes.

As an MCI Local Service customer, you'll receive:

C! An integrated, feature-rich set ofservice offerings
o A single integrated invoice
o Enhancement ofyour MCI long distance volume discount
o End-to-end network trouble management
o Simplified communications management

o Find Out More

• Cross-volume discounts not available where MCI furnishes local services utilizing resold facilities.
•• SONET fiber optic network architecture available in select cities.
J!!2t. .• ===.~== . = - == ===-

Copyriebt 1997. MCI Tel"ommuniCltioQs CorporatloQ. All Riehts Reserved. The names, logos, taglines and icons
identifying MCl's produet5 and services are proprietary marks of MCI Communications Corporation.



MCllleI1 S.nice IIttp:llwww.mci.com/loCllllnicel

About YOll

MCILocal Service

• Scr'1'icc !\v,lilibi=ity

• E" dy S~lCcess

• :'"1CI: rriC!ld!. of tl-.c C<mlT.•PI~ty

• ins;,F,ht teo:: Lccal (ompcdticn

• rind O~I'l: More

---~
Mel

ATTACHMENT 4

•..I.,

With the passing ofthe local telecommunications bill, you now have the right to
choose a local carrier. And many people are selecting MCI Local Service.

When your company chooses MCI Local Service, you'll gain the benefits ofone-stop
shopping for all local and long distance voice, data and video services. Plus, you'll
have the convenience ofan integrated invoice that combines all ofyour local and long
distance charges on one simple monthly statement. What's more, with MCI Local
Service you'll get outstanding customer support, a reliable network, integrated
communication services and monthly savings.

About MCJ Local SeO'ice
MCI Local Service offers a variety ofhigh-quality local telephone services over one of
the most sophisticated and reliable networks ever built.

Seryiee Availability
MCI Local Service is currently available in many cities across the United States, and
will be available in additional cities soon. Find out here ifMCI Local Service is
available in your city.

Early Success
Many businesses are already enjoying the one-stop shopping convenience, integrated
invoicing, and outstanding customer service that comes with MCI Local Service.

MCI: Friends of the Community
MCI sponsors a number ofcommunity events through the MCI Foundation, at the
heart ofwhich is a commitment to bringing opportunity and a better quality of life to
communities.

06/03/97 13:39:15



Mel LOCII S.rvice http://www.mci.comllOClI.rvicel

Insight to Local Competition
MCI is working hard to bring local competition to cities across the U.S. In this
section, you will find a wealth ofinfonnation about the Telecommunications Act of
1996, the background behind the issues, and the legislation being passed to support it.

Find Out More
Ifyou would like to request more infonnation on MCI Local Service or to receive
literature on our products, please fill out our infonnation form, and we will help to
determine the MCI Local Service options that meet your needs.

_II • 1.·.·1 ".1' k • 1111 \I' \o[ .

Copyright 1997, MCI TelecommuniCAtions Corooration. All Rights Raenred. The names, logos, taglines
and icons identifying MCI's products and services are proprietary marks ofMCI Communications

Corporation.



VOICE OYER: A kind of power you never
.,befoN...

is finally at your fingertips.

Now, the company...

LenJtb: 30 Seconds First Run: LA-Ol127197

InIroducfng AT&T...

'IDY: .... ,_......,. ~

IlL'.

ATTACHMENT 5

AT&T: Power
Muter Code: A1TIl.-7287

Now you have • choice you "....r had
before.

AT&T IocaIMrvice for CdIomIa. The power is here.
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Thank you for u1cinc .bout AT&T JOrAl phone JerVic'e. Enclosed it
mformAtion which we hope willl1'\lWel all 01 yOW' questions about
local MrVice. .

When you choose ATleT lor your loca1l11'Vke, you'll know what you're
~)1.r), ~with IiD),pu.b~.for your local ..rvice and a flat rate of
Jw$t 8¢ • D)inute for local toll calJs.,'ln addition to ATckTquality and

. ~re1iability, you'lihive-tn. added ccmvenilnce of.!!'_~y.~.9 bill; and
one pumber to call for 24-hour customer service.

You'D find we offetjai.wng features and ~ice/thatsuit your individUAl
needs. In acldition to bisi, eervice, ATckTprovides Can Waiting, Auto
RecUaL CaD Return, Caller 1.0., Irwide Wire Servic:e, Three-Way Calling
and much more. We also oHer AT&T WorldNetsW Service online, Cellular
Service,· and Digital Satellite TV.

To sign up lor ATcSt! Local Servite, just callI 800 ooסס.222 and begin
enjoying the convenience and reliability of AT&tT for all your local calls.

Sincerely,

it~/t4.
Michael Antim
President·Padfic States

• Available in ..lected areas
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Suite 200
611 W. SiI!tl Slreer
Lcs Angeles, CA 90017

AT&T IS OFFERING LOCAL SERVICE! I------------
--. Bundle your AT&T Long Distance service and Local Service For

Greater Savings!

N A CHANGING TELECOMMUNICATIONS ENVIRONMENT

E

w

S

U

The Telecommunications Act of 1996 set In motion an
avalanche of competitive activity and Is going to create many more
choices for customersl Along with these new choices comes the"
increased complexity and confusion generated by the relentless
barrage of claims and counterclaims by numerous companies.
Long Distance? Local Toll? Local? Wireless? Internet? Who can
deliver the best end-to-end telecommunications solution to your
business? The answer Is clearer than ever • ATATI

THE CONNECTION••••

THE CONVENIENCE....
P SOLUTIONS THAT MAKE SENSE FOR YOUR BUSINESS

D

A

T

E

o

F

F

E

R

S

AT&T wUl provide you with the right solution for your local calling
needs. And. with AT&T you receive consistent worIckIass
customer service. Including one number to can to handle all of
your order. biDing. and maintenance needs. To help you better
manager your communications needs and services. AT&T Is
dedicated to HtYing your business by extending to local service,
the quality you have come to know and respect.

LOCII Digital Link Service
- Available to customers with dedicated 11.5 facilities to AT&T's
network

- Available 10196 in CaIffomIa and 16 acldltlonal states

- Progressive Approach: Phase 0 10J96 • Outbound local caJls
Phase 1 1097 -Inbound 800 calls
Phase 2 3097 - Outbound 8001888 caJJs
Phase 3 2098 • FULL SERVICE

(41'.9".500.700.900,o-)

Business Local Service
• Available to customers with switched access to AT&T
• Available 4096 CA. CTII1097 NY. TX, IL, MI, GA

THECHOICE....

Feltur"
- Per minute calls billed consistent

with customer's current dedicated
access long distance plan

- Per minute local usage fee
• Long diltance features apply
• Local and long distance usage
aggregated for volume discounts!
lerm plans

• BUling Increments and rate
schedule stays consistent with
Incumbent LEC

• CaUing Plans are available
- Une features and feature bundles

will be baled at parity with



CERTIFICATE OF SERVICE

I, Suzan B. Ard, hereby certify that the foregoing "OPPOSITION OF SBC
COMMUNICATIONS INC. TO PETITION FOR DECLARATORY RULING OF MCI
COMMUNICATIONS CORPORATION" has been served this 9th day ofJune, 1997 to the
parties listed below.

Frank W. Krogh
Mary L. Brown
Attorneys for
MCI TELECOMMUNICATIONS

CORPORATION.
1801 Pennsylvania Avenue, N. W.
Washington, D. C. 20006

* BYHAND

0163943.01

INTERNATIONAL TRANSCRIPTION *
SERVICE, INC. (ITS)

2025 M Street, N. W.
Room 6102
Washington, D. C. 20554

6/6/97 12:44 PM


